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KEY ECONOMIC INDICATORS 


1987 
DOMESTIC ECONOMY 
Population (thousands) 23,004 
Population growth (percent) 0.5 
National Income (billion lei) 799.2 
Per capita NI, current lei 34,748 
NI in lei, percent change 4.8 
PRODUCTION AND EMPLOYMENT 
Investment (billion lei) 246.6 
Indices (1979=100) 
Net industrial production 421.1 
Net agricultural production 118 .6 135 
Production trends 
Electrical power (mill. kwh) 74,079 76,500* 
Coal (thous. tons) 51,524 62, 900* 
Crude oil (thous. tons) 9,504 9,250* 
Methane gas (thous. cubic m) 25, 301 33,000* 
Steel (thous. tons) 13,965 14,500* 
Labor force (thousands) 10,719 11,400* 
of which: agriculture 2,929 3,190* 
BALANCE OF PAYMENTS 
Exports (mill. dols) 10, 800* 11, 750* 
Imports (mill. dols) 8, 300% 8, 750* 
Trade balance (mill. dols) 2,500* 3,000* 
Foreign debt in convertible 
currencies (year end) (mill. dols) 5,000* 200* 
Debt service paid (mill. dols) 2,300* 2,300* 
Debt-service ratio as percent of 
convertible currency exports 43* 39* 
Foreign exchange reserves 
(mill. dols) (year end) N/A N/A 
Average exchange rate for 
year (X = U.S. $1.00): 
primary (commercial) ratel 14.56 14.28 
secondary (tourist) rate 9.38 6.75 
U.S.-ROMANIA TRADE (USDOC DATA) 
U.S. exports to Romania 
(F.A.S.) (mill. dols) 192.6 202.4 159uS 
U.S. imports from Romania 
(C.I.F.) (mill. dols) thoes 680.6 354.4 
Trade balance (mill. dols) -522.7 -478.2 -198.9 
U.S. share of Rom exports (percent) ** 14.4* 11.8* 4.9* 
U.S. share of Rom imports (percent) ** 4.7* 4.7% 2.8% 


Principal U.S. exports (1988): oilseeds, coal, cattle hides. 
Principal U.S. imports (1988): petroleum products, garments, steel. 


Note: National Income is also called Net Material Product (Net National 
Product minus Services). 


All data are official, though unverified, Romanian Government statistics, 

unless otherwise noted. 

* Embassy est./projection. **Hard-currency trade (est. 50 pct of total). 
Accounting rate for Romanian Foreign Trade Organizations only. 





Summary 


On December 22, 1989, a national uprising in Romania overthrew 
the 24-year rule of Nicolae Ceausescu. The National Salvation 
Front (NSF), consisting mostly of former Communist Party 
members who had fallen out of favor with Ceausescu, gained 
control of the country and quickly rejected many of the 
dictator’s policies. Currently, the group is participating in 
a coalition government with some of the 44 political parties 
that have arisen in Romania since the overthrow. Elections are 
scheduled for May 20, 1990. 


The government has liberalized a number of the economic 
restrictions typical of Ceausescu’s extremely centralized 
control. The economy is operating according to the NSF’s plan 
to introduce gradual changes toward market orientation. Under 
this plan, the future structure of the country’s economy will 
include some forms of private property, such as cooperatives, 
joint stock companies, and small private enterprises, as well 
as state property for the energy-related, military and 
communications sectors. The outcome of the elections will 
determine the pace and extent of market orientation of the 
economy. 


The government is planning the first steps for dismantling 
central controls of the economy and for beginning price 


reforms. New laws are expected to create a single rate of 
exchange for the Romanian currency, the leu, and subject it to 
market forces. Also, Romanian citizens and foreigners in 
Romania now have the right to conduct hard currency 
transactions. The government has legalized small private 
businesses (up to 20 employees) and is moving toward redrafting 
joint venture laws with foreign partners. 


Romania’s significant economic advantage is its freedom from 
foreign debt. In 1988 Romania continued to emphasize debt 
repayment over all other economic priorities. The country’s 
long struggle to repay its foreign debt ended in April 1989 
when President Ceausescu declared the final installment of the 
debt had been repaid. Only a few supplier credits remained on 
Romania’s books (not defined as debt) after the President’s 
announcement. The accelerated debt repayment program was made 
possible by Romania’s aggressive export drive and sharp 
curtailment of imports. Romania claimed a $4 billion 
hard-currency trade surplus for 1988, but the number appears to 
be exaggerated in light of trade information from Romania’s key 
Western trade partners. 


Note: This overview of Romania was updated in January 1990 in 
an attempt to provide the most current information available. 
All information may not be accurate at the time this material 
is distributed. 





Official Romanian statistical data on 1988 economic performance 
indicate that national income grew by only 3.2 percent, 
sharplydown from the 4.8 percent and 7.3 percent reported for 
1987 and 1986, respectively, and substantially below the 
5.5-6.5 percent target for 1988. For the first three-quarters 
of 1989, laggingexport performance has been repeatedly 
criticized by the leadership. Agriculture recovered somewhat 
in 1988 from the severe drought in 1987, although production 
was far below official claims. Favorable weather in 1989 
helped produce an excellent harvest, including about 17 million 
metric tons of grain. 


Conducting business has become easier for Romanian enterprises 
and for foreign businesses. The new government has already 
indicated a desire to improve trade relations and foreign 
investment opportunities. Joint ventures and branch offices of 
foreign companies now have control over hiring decisions, and 
further liberalization of the joint venture law is expected. 
Also, individual factories may now choose whether to use the 
services of a foreign trade organization to sell their products 
abroad or to conduct sales directly on foreign markets. Many 
traces of Ceausescu’s economic policies will be evident for 
some time, but the future most likely will bring a more open 
Romanian society and expanded trade and investment 
opportunities. 


The new government is interested in imports to modernize the 
industrial sector and to increase the availability of consumer 
products. For the immediate future, the Embassy expects 
American business will find growing opportunities to supply the 
Romanian market with raw materials, energy-efficient capital 
equipment, automation equipment, manufacturing equipment, 
industrial materials, replacement parts, agricultural items, 
and consumer goods. 


Macroeconomic Performance: Problems with High Value-Added 
Products 


Official Romanian economic figures claim 1988 national income 
grew by 3.2 percent, much lower than the planned level of 5.5 - 
6.5 percent for the year. The relatively low growth figure for 
1988 comes after two successive years of declining official 
results (7.3 percent in 1986 and 4.8 percent in 1987). Even in 
light of the reduced figure for national income growth in 1988, 
there was little data in Ceausescu’s official Plan Fulfillment 
Communique to support the government’s statistics. The Embassy 
believes 1988 growth was below the official figure. 





In recent years, questionable statistical methods and limited data 
disclosure have made Romania’s official economic statistics 
difficult to accept as accurate. On the bright side, in 1988 the 
Government of Romania (GOR) disclosed more details on sectoral 
performance in the Plan Fulfillment Communique than it had in 
1987, but the amount of data was still far below the amount 
provided in the early 1980s. The new government is working to 
improve its statistical gathering procedures and expects more 
accurate and more widely available figures than before. 


In 1988 the GOR claimed to have increased production in three out 
of four energy production indicators (gas, coal, and electricity 
but not oil). However, the gas figure includes the term "free 
gas" for the first time without documenting its use. Increased 
coal production somewhat offset declining domestic oil production, 
but the lignite produced was of low quality with an energy content 
not much higher than topsoil. Therefore, the increased coal 
production figure for 1988 likely had minimal impact on the 
overall energy situation. Electrical energy production rose less 
than 2 percent in 1988, reflecting continued problems with delayed 
commissioning and maintenance of thermal power plants, despite 
large investments in this sector. The country’s first nuclear 
power station, under construction at Cernavoda, is still years 
away from start-up, but its output is already sorely needed. 


Official industrial output figures indicate Romanian industry had 


difficulties with higher value-added products but performed 
adequately at the lower value-added end of the spectrum. 
Information available for 1988 indicates Romanian production and 
exports of lower value-added products such as steel, chemicals, 
and aluminum ingots continued at a massive pace. In contrast, 
exports of higher value-added products such as automobiles 
declined due to severe quality control problems. Romania is 
experiencing difficulties raising the quality of its more complex 
products. 


Harvests Improve in 1988 and 1989 


Under Ceausescu, about 15 percent of the agricultural land lay in 
private hands. These farmers produced most of Romania’a 
agricultural output. The new government has allocated about one 
acre of land each to peasant farmers for their private use, 
expecting an increase in production. Other agricultural reforms 
are likely to follow. 


Romanian agriculture recovered somewhat in 1988 after the 
debilitating drought of 1987. That year total grain production 
only reached an estimated 18.5 million metric tons (MT), 25 
percent lower than 1986 production. Potato production in 1987 was 
especially hard hit, resulting in shortages for consumers. Better 





weather in 1988 provided relief for some crops, although a 
period of hot dry weather in the summer reduced the corn 
harvest. The U.S. Department of Agriculture estimates total 
1988 grain production reached 21.5 million MT (including 

corn -- 10 million MT, barley -- 2.2 million MT, and wheat -- 9 
million MT). This contrasts with an official Romanian report 
of a 32.6 million MT grain harvest in 1988. 


In 1989, despite favorable late spring and early summer weather 
conditions, a dry summer reduced the initial estimates for a 
bumper crop. Nevertheless, Ceaucescu claimed a 60 million ton 
grain harvest in 1989, nearly three times higher than the 
current U.S. Department of Agriculture estimate of approxi- 
mately 23 million MT, or the new Romanian government figure of 
16.9 MT. As a further indication that the situation is not as 
bright as pictured by the Romanians, food rationing was 
expanded and strictly enforced in Bucharest beginning in 
October 1989. The livestock sector has suffered greatly due to 
the lack of adequate domestic feed supplies since 1987. Lower 
reproductive rates resulted in declining herd investories, 
particularly for cattle and sheep. Romania’s use of dual 
purpose (dairy and meat) breeds, combined with insufficient 
nutritional resources, especially protein, continued to limit 
total meat and dairy output in 1989. 


Romanian agriculture retains a network of centralized 
production controls along with development policies that result 
in inefficient agricultural investment. Under Ceausescu, 
expansion of the collectivized sector’s share of Romanian 
agriculture gradually had removed highly productive land from 
the small, efficient private sector producers and deterred 
improvements by existing small farmers that supplied a high 
percentage of consumer needs. For example, in 1985 (latest 
available year), official statistics indicate private farmers 
produced the following shares of total production: grain -- 25 
percent, meat -- 48 percent, eggs -- 57 percent, milk -- 60 
percent, potatoes -- 60 percent and fruit -- 63 percent. 


Incentives for the vast majority of farmers in the 
collectivized sector are minimal, and expansion of this sector 
would compound the problem. In addition, the sector had 
suffered from the effects of Ceausescu’s export drive, as large 
amounts of fertilizers were exported for hard currency. The 
National Salvation Front temporarily has halted the export of 
agricultural items and redirected them to the domestic economy. 


U.S. agricultural exports to Romania in 1988 totaled $103.9 
million. As a percentage of U.S. exports to Romania, 
agricultural exports accounted for 51.3 percent in both 1988 





and 1987 (the percentage shares for 1986 and 1985 were 46 and 
38.7 percent, respectively). The major U.S. agricultural 


products exported throughout the period were soybeans, and 
hides and skins. 


Romania currently is receiving large amounts of emergency food 
aid from a number of countries, including the United States, to 
overcome temporary shortages. The government is also willing 
to trade a number of manufactured items for food imports. 

Until agricultural reforms and an increased availability of 
farm inputs allow Romanian farmers to increase production, this 
Situation offers a significant opportunity for trade. 


Foreign Debt Repaid Earlier than Expected 


In 1982 President Ceausescu announced that Romania intended to 
repay its accumulated convertible currency debt as rapidly 
aspossible. Through imposition of severe domestic austerity, 
Romania’s outstanding hard-currency debt declined from $10.5 
billion at the end of 1981 to approximately $5 billion by the 
end of 1987. Due to acceleration of debt repayment, by the end 
of 1988 gross debt declined to under $2.5 billion. At a Party 
Plenum held in April 1989, President Ceausescu announced that 
Romania had completed the prepayment of commercial bank and 
official debt, leaving only supplier credits outstanding. 


Romania became a "net creditor" in 1988, with uncollected debts 
(mostly trade credits to oil producers and other Less Developed 
Countries) of $2.5 - $3 billion. It is believed Romania 
received some repayments that would help to account for 


Romania’s earlier-than-expected repayment of its official debt 
in 1989. 


Another Massive Hard-Currrency Trade Surplus--Until Now 


In recent years, Romania has been successful at both expanding 
exports and compressing imports in order to finance its debt 
repayment drive. After reporting a hard-currency trade surplus 
of $2.8 billion in 1987, Romania reported its surplus soared to 
$4.0 billion in 1988. Under the coalition government, this 
Situation will change in the next year. The halt of food and 
other items for export, the emphasis on increasing the 
availability of consumer goods, medical supplies, housing, and 
energy to the Romanian people, and the goal of modernizing 
Romania’s industries and infrastructure will provide greater 
opportunities for trade to Romania. 


Romania continued to conduct the bulk of its hard-currency 
trade in 1988 with four major partners. (The USSR remained 
Romania’s top trade partner, but this trade is conducted in 
soft currency.) An examination of Western bilateral trade data 
for 1988 puts the United States behind the Federal Republic of 
Germany (FRG) and Italy in terms of total hard-currency 
turnover with Romania. In terms of Romanian exports to the 
respective countries, Italy and the FRG led the United States 





as buyers of Romanian products. From the perspective of 
Romania’s trade surplus (exports minus imports), the largest 
hard-currency surpluses in 1988 were earned with the following 
countries: Italy ($753 million), the United States ($478 
million), FRG ($465 million), and France ($355 million). Italy 
has been Romania’s best market (largest trade surplus) since 
1987, taking over from the United States which held that 
position in 1986. Romania’s 1988 trade surplus of $2.05 
billion with its "Big Four" partners was 10 percent below its 
1987 surplus with these countries. 


Since trade with Romania’s "Big Four" Western trade partners 
(FRG, United States, Italy, and France) generated only 51.3 
percent of Romania’s 1988 hard-currency trade surplus (down 
sharply from the 81 percent and 93 percent shares this group 
accounted for in 1987 and 1986, respectively) Romania’s 
official figure of a $4 billion trade surplus indicates the 
country must have diversified its foreign trade significantly 
in 1988. Available trade data from 12 other OECD trading 
partners account for only an additional $664 million of 
Romania’s surplus, bringing the total Romanian trade surplus 
“accounted for" by 16 OECD countries to $2.71 billion, only 68 
percent of Romania’s reported hard-currency trade surplus in 
1988. For the past several years, 90-95 percent of Romania’s 
reported hard-currency surplus has been accounted for by this 
group. If the $4 billion level is accurate, Romania has 
succeeded in broadly diversifying its trade patterns, enabling 
the country to spread out its trade surplus and reduce 
dependence on trade with any single country. The more likely 
conclusion is, however, that the official surplus was 
substantially overstated, unless the figure includes 
debt-service payments (most likely in commodities) from Third 
World countries that owe substantial debts to Romania. 


Policy Plans: A Change In Thinking 


The new government has opened possibilities for altering the 
orientation of economic thinking. Although the economic 
structure and system will change gradually, the NSF is 
challenging former priorities and plans. Government officials 
will most likely promote the expansion of light industry and 
modernization of heavy industry and will no longer try to 
create a self-sufficient economy. Businesses interested in the 


Romanian market should be aware of future announcements of 
changes. 


NSF plans to increase the economy’s productivity call for 
improvements within the existing structure, predicting that a 
quick change to a market economy would lead to unemployment and 
other disruptions unacceptable to society. Many of the current 
political parties support some form of privatization but have 
not issued specific programs of reform. 





Thus far, NSF reforms have included increasing the amount of 
land for private farms and small cooperatives by 30-50 percent, 
privatizing small-sized industries and services, devaluing the 
leu, and allowing individual factory directors greater 
decision-making. Short-term future goals include reform of 
banking and credit systems, a change in accounting principles 
and reform of laws on business organizations, one rate of 
exchange for the leu, price reform, establishment of a stock 
exchange, the end of state monopoly of industries, and 
conversion of large enterprises into joint-stock companies. 


The NSF has stopped work on large prestige projects which 
consumed sizeable engineering resources despite apparent low or 
negative returns on such investments. The reconstruction of 
Bucharest is one example. The massive Bucharest-Danube Canal 
project, intended to make a town near Bucharest a river port in 
the 1990s, is another. Ceausescu’s “sistemizarea" plans of 
razing villages and moving their inhabitants to cement block 
housing in other areas have been stopped. 


President Ceausescu’s drive to pay off Romania’s foreign debt 
resulted in an export-oriented trade policy and insistence on 
countertrade for most transactions. Even though the debt 
repayment drive ended earlier than expected, austerity policies 
continued throughout 1989, leaving imports from Western 
countries at or close to the low 1986-87 levels. The Romanian 


Government under Ceausescu had apparently opted to build up its 
hard-currency reserves. The coalition government has ended 


these policies in hopes of improving relations with Romania’s 
trading partners. 


The change in the government’s focus offers many opportunities 
for Western trade and investment. Ceausescu’s misguided 
economic priorities over many years led to an underdeveloped 
infrastructure, severe lack of consumer goods, and shortages of 
food, energy, and housing. The industrial sector is far behind 
the West in technological development and is seeking assistance 
with modernization. The trend toward privatization and a 


market economy will require Western capital, know-how, and 
imports. 


U.S.-Romanian Trade 


In July, 1988, President Ceausescu renounced U.S. most-favored- 
nation (MFN) tariff treatment. The new Romanian Government has 
requested that MFN be returned. The United States Government 
currently is examining this request. 
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In 1988 the value of U.S.-Romanian two-way trade declined by 
9.5 percent compared with 1987, from $974.2 million to $881.4 
million. U.S. exports increased by 4.7 percent, from $192.6 
million to $201.6 million, while Romanian exports declined 13 
percent, from $781.6 million to $679.8 million. Romania’s 1988 
trade surplus with the United States fell by 18.8 percent, from 
$589 million to $478.2 million. In 1988 Romania remained the 
United States’ second largest Eastern European export market 
(after Poland) and the largest exporter to the United States in 
the region. Romanian exports to the United States were greater 
than the Soviet Union’s. 


In 1988, U.S. exports were led by raw materials, including coal 
($65.9 million), soybeans ($59.3 million), and cattle hides 
($36.2 million). Sales of steam turbine parts ($14.7 million) 
and chemicals ($5.8 million) were also significant. 


Leading Romanian exports in 1988 were (in millions of dollars): 
motor fuel and other petroleum products ($396.7); garments 
($70.7); iron/steel plates, pipes, bars, and sheets ($51.8); 
and footwear and other leather goods ($51.8). Also significant 
were exports of machinery and transportation equipment ($41.1), 
furniture ($29.5), ball bearings ($20.1), glassware ($17.3), 
and food ($12.2). It should be noted that the largest part of 
Romania’s 1988 exports to the United States was achieved in the 
first half of the year, before the suspension of MFN tariff 
treatment went into effect on July 3, 1988. MFN suspension has 
made such Romanian goods as textiles, leather products, refined 
petroleum products, glassware, and furniture less competitive 
on the U.S. market. 


Aggregate data for 1989 indicate that U.S. trade with Romania 
has slowed, and Romania’s premier position as an East European 
exporter to the United States is slipping. U.S. imports from 
Romania in 1989 were down 52 percent over the same period in 
1988, and exports to Romania fell by 77 percent. 


Prospects for U.S. Exports 


U.S. business may find that debt-free Romania offers intriguing 
and worthwhile opportunities. It seems safe to expect 
increases in imports of sorely needed spare parts, 
high-technology investment goods, and selected raw materials. 
The sales potential for bituminous coal, agricultural products 
(cotton, raw hides, lumber and soybeans), consumer goods, and 
other raw materials would seem to offer the best potential for 
U.S. suppliers. Such areas as energy development (especially 
nuclear power generation equipment), electronics and automation 
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(integrated circuits, electronic telephone exchanges, 
industrial robots, numerically-controlled machine tools), 
commercial aircraft and avionics, chemicals (reagents, 
additives, and catalysts) and food processing and packaging 
also appear promising. 


In the past, U.S. companies conducting businesses with Romanian 
foreign trade organizations often encountered difficulties. 
These included payment delays, inferior merchandise, late 
deliveries, and unsound trade practices in general. U.S. 
businesses should continue to take steps to protect themselves. 
Confirmed letter-of-credit terms provide the greatest 
protection to the seller. Of other, less desirable 
arrangements, unconfirmed letter-of-credit terms are preferable 
to cash-against-documents or open-account terms. Contracts 
should also stipulate interest payment if the Romanian foreign 
trade organization or enterprise does not meet its obligations 
on time. 


U.S. firms interested in doing business with Romania should be 
aware that the U.S. Department of Commerce sponsors trade 
promotion events in this country, including participation in 
the Bucharest International Fair (BIF), which is held annually 
in October. Exhibiting in the U.S. Pavilion at BIF offers 
excellent opportunities to learn first hand about the Romanian 
market, establish contacts, find business prospects, and 
enhance a firm’s exposure in the Eastern European market. 


For assistance in doing business with Romania, contact the 
Senior Commercial Officer, American Embassy Bucharest, APO New 
York 09213-5260 (tel. 400-10-40-40; tlx. 11416), or the Romania 
Desk Officer, East European Division, Room H3413, U.S. Depart- 
ment of Commerce, Washington, DC 20230 (tel. 202-377-4915). 


Information on doing business in Romania and Eastern Europe is 
available from the Eastern Europe Business Information Center, 
Room H6043, U.S. Department of Commerce, Washington, DC 20230, 
(tel. 202-377-2645), which serves as a clearinghouse on 
business needs and opportunities and U.S. Government and 
voluntary programs. 














